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To: Mel Blackwell, Vice President, Schools and Libraries Division

From: Wayne Scott, Vice President, Internal Audit Division

Date: August 16, 2013

Re: Independent Auditor’s Report on Biblioteca Abelardo Diaz Alfaro’s Compliance 
with Schools and Libraries Support Mechanism Rules (USAC Audit No.  
SL2012BE022)

Introduction

The Universal Service Administrative Company (USAC) Internal Audit Division (IAD) 
performed an audit of Biblioteca Abelardo Diaz Alfaro (Beneficiary), Billed Entity 
Number (BEN) 16052522, for compliance with the regulations and orders governing the 
Schools and Libraries Support Mechanism, set forth in 47 C.F.R. Part 54, as well as other 
program requirements (collectively, the Rules).  Compliance with the Rules is the 
responsibility of the Beneficiary’s management.  USAC IAD’s responsibility is to 
express a conclusion on the Beneficiary’s compliance with the Rules based on our audit.

The Beneficiary is a library system located in San Juan, Puerto Rico that serves over 
25,500 patrons.

Purpose and Scope

The purpose of our audit was to determine whether the Beneficiary complied with the 
Rules.  We conducted this performance audit in accordance with Generally Accepted 
Government Auditing Standards (GAGAS) issued by the Comptroller General of the 
United States (2011 Revision).1 Those standards require that we plan and perform the 
audit to obtain sufficient, appropriate evidence to provide a reasonable basis for our 
findings and conclusions based on our objectives.2 Our audit included examining, on a 
test basis, evidence supporting the competitive bidding process undertaken to select the
service provider(s), data used to calculate the discount percentage and the type and 
amount of services received, physical inventory of equipment purchased, as well as 
performing other procedures we considered necessary to form a conclusion.  We believe 
that the evidence obtained provides a reasonable basis for our findings and conclusions 
based on our objectives.

1 See Government Accountability Office, “Government Auditing Standards: December 2011 Revision,” 
GAO-12-331G, § 6.56 (Dec. 2011).
2 See id. § 6.56.
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The following chart summarizes the Schools and Libraries Program support amounts 
committed and disbursed to the Beneficiary for Funding Year 2010 (audit period):

Service Type Amount 
Committed

Amount 
Disbursed

Internal Connections $512,100 $374,378
Internet Access $467,505 $347,409
Total $979,605 $721,787

Note: The amounts committed and disbursed reflect funding year activity as of the 
commencement of the audit.

The committed total represents two FCC Form 471 applications with 52 Funding Request 
Numbers (FRNs).  We selected 31 FRNs, which represent $594,216 of the funds 
disbursed during the audit period, to perform the procedures enumerated below with 
respect to the Funding Year 2010 applications submitted by the Beneficiary.

Our procedures were performed to determine whether the Beneficiary complied with the 
Rules.  For the purposes of this report, a finding is a condition that shows evidence of 
noncompliance with the Rules.  An “other matter” is a condition that does not necessarily 
constitute a rule violation but warrants the Beneficiary and USAC management’s 
attention.

Conclusion

USAC IAD concludes that the Beneficiary was not compliant with the Rules for the 
period examined.  Our examination disclosed four findings and one other matter. A
summary of the procedures and results is included below.

Findings

Insufficient competitive bidding evaluation process.
Service provider invoiced USAC for services for the wrong FRN.
Untimely implementation of non-recurring services.
Untimely payments to service provider.

Other Matter

Insufficient Internet Safety Policy.
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Exceptions Taken and Recovery Action

Findings
Monetary Effect 

of Finding
USAC Management 

Recovery Action
#1 - Insufficient competitive bidding 
evaluation process.

$721,784 $721,784

#2 – Untimely implementation of non-
recurring services.

$42,844 TBD

#3 – Service provider invoiced USAC for 
services for the wrong FRN.

$17,091 $17,091

#4 – Untimely payments to service 
provider.

$0 $0

Total Net Monetary Effect $738,878 TBD

Note: The monetary effect and the recovery amounts noted above include exceptions that 
overlap. To prevent double counting, the maximum recommended recovery is $721,787
of the $721,787 disbursed to the Beneficiary.

Audit Procedures, Findings, and Responses

A. Application Process 
We obtained an understanding of the Beneficiary’s processes relating to the Schools 
and Libraries Program.  Specifically, we examined documentation to support its 
effective use of funding and that adequate controls exist to ensure funds were used in 
accordance with the Rules.  We used inquiry and direct observation to ensure the 
Beneficiary was eligible to receive funds and had the necessary resources to support 
the services for which funding was requested. We also used inquiry to obtain an 
understanding of the process the Beneficiary used to calculate its discount percentage 
and validated its accuracy.

We obtained and examined documentation to ensure the Beneficiary complied with 
the Schools and Libraries Program Children’s Internet Protection Act (CIPA)
requirements.  Specifically, we obtained and evaluated the Beneficiary’s Internet 
Safety Policy.  We obtained an understanding of the process by which the Beneficiary
communicated and administered the policy.

B. Competitive Bid Process
We obtained and examined documentation to ensure that all bids received were 
properly evaluated and price was the primary factor considered.  We also obtained 
and examined evidence that the Beneficiary waited the required 28 days from the date 
the FCC Form 470 was posted on USAC’s website before signing contracts with the 
selected service provider(s). We evaluated the equipment and services requested and 
purchased for cost effectiveness as well.
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C. Invoicing Process
We obtained and examined invoices for which payment was disbursed by USAC to 
ensure that the equipment and services claimed on the FCC Form 474 Service 
Provider Invoices (SPIs) and corresponding service provider bills were consistent 
with the terms and specifications of the service provider agreements. We also 
examined documentation to ensure the Beneficiary paid its non-discounted share in a 
timely manner.

D. Site Visits
We performed a physical inventory to evaluate the location and use of equipment and 
services to ensure it was delivered and installed, located in eligible facilities, and 
utilized in accordance with the Rules.  We evaluated whether the Beneficiary had the 
necessary resources to support the equipment and services for which funding was 
requested.  We also evaluated the equipment and services purchased by the 
Beneficiary for cost effectiveness to ensure funding was used in an effective manner.

E. Technology Plan
We obtained an understanding of the Beneficiary’s technology planning process and 
examined the applicable technology plan to ensure it met the criteria set forth in the 
Rules and examined documentation to ensure it was approved by an independent 
entity certified by USAC.

F. Reimbursement Process
We obtained and examined invoices submitted for reimbursement for the equipment 
and services delivered to the Beneficiary and performed procedures to ensure that 
USAC was invoiced properly. Specifically, we reviewed invoices associated with the 
SPI forms for equipment and services provided to the Beneficiary. We verified that 
the equipment and services claimed on the SPI forms and corresponding service 
provider bills were consistent with the terms and specifications of the service provider 
agreements and eligible in accordance with the Schools and Libraries Program 
Eligible Services List.

Our audit findings, including the other matter, as well as the responses to the findings,
including the other matter, are provided below.  We have evaluated the validity of the 
Beneficiary’s and service provider’s (where applicable) responses to our findings,
including the other matter, and our position on these issues remains unchanged.
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Finding #1
Insufficient Competitive Bidding Evaluation Process

Criteria
1. “[The] FCC Form 471 shall be signed by the person authorized to order 

telecommunications and other supported services for the eligible school, 
library, or consortium and shall include that person’s certification under oath 
that: …. All bids submitted were carefully considered and the most cost-
effective bid for services or equipment was selected, with price being the 
primary factor considered, and is the most cost-effective means of meeting 
educational needs and technology plan goals.”  47 C.F.R. § 54.504(c)(1)(xi) 
(2009).

2. “In selecting a provider of eligible services, schools, libraries, library 
consortia, and consortia including any of those entities shall carefully consider 
all bids submitted and must select the most cost-effective service offering.  In 
determining which service offering is the most cost-effective, entities may 
consider relevant factors other than the pre-discount prices submitted by 
providers but price should be the primary factor considered.”  47 C.F.R. § 
54.511(a) (2009).

3. “[P]rice must be the primary factor in considering bids.  Applicants may also 
take other factors into consideration, but in selecting the winning bid, price 
must be given more weight than any other single factor.” In the Matter of the 
Request of Review of the Administrator’s Decision by Ysleta Ind. Sch. Dist. et 
al., CC Docket Nos. 96-45, 97-21, Order, FCC 03-313, 18 FCC Rd. 26407,
26429, ¶ 50 (2003) (Ysleta Order).

Condition
IAD obtained and examined competitive bidding documentation, including the FCC 
Form 470, service provider bids responding to the Beneficiary’s FCC Form 470, and the 
Beneficiary’s bid evaluation matrix and notes, to ensure the Beneficiary carefully 
considered all bids and selected the most cost-effective service offering using price as the 
primary factor, as required by the Rules (criteria 1 through 3), for the following FRNs:  

FRN Service Type Commitments Disbursements
2034873 Internet Access $18,261 $14,751
2034886 Internet Access $23,751 $23,751
2034903 Internet Access $18,261 $0
2034920 Internet Access $18,261 $18,261
2034944 Internet Access $18,261 $17,091
2034967 Internet Access $18,261 $0
2035123 Internet Access $18,261 $18,261
2035158 Internet Access $18,261 $0
2035190 Internet Access $18,261 $18,261
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FRN Service Type Commitments Disbursements
2035452 Internal Connections $17,439 $17,439
2035511 Internal Connections $55,498 $40,258
2035550 Internal Connections $17,439 $17,439
2035611 Internal Connections $17,439 $17,439
2035907 Internal Connections $17,439 $0
2035954 Internal Connections $17,439 $0
2035989 Internal Connections $17,439 $0
2036014 Internal Connections $17,439 $17,439
2036057 Internal Connections $17,439 $17,439
2071655 Internet Access $18,261 $18,261
2073459 Internal Connections $17,439 $17,439
2073516 Internal Connections $17,439 $17,439
2073577 Internal Connections $17,439 $17,439
2073612 Internal Connections $17,439 $10,758
2073637 Internal Connections $17,439 $0
2073671 Internal Connections $55,498 $40,258
2073689 Internet Access $18,261 $18,261
2073709 Internal Connections $17,439 $17,439
2073719 Internet Access $18,261 $18,261
2073739 Internal Connections $17,439 $10,758
2073741 Internet Access $18,261 $18,261
2073758 Internet Access $18,261 $14,751
2073768 Internal Connections $17,439 $17,439
2073777 Internet Access $18,261 $0
2073799 Internet Access $18,261 $18,261
2073803 Internal Connections $17,439 $17,439
2073844 Internet Access $18,261 $18,261
2073860 Internet Access $18,261 $0
2073868 Internal Connections $17,439 $17,439
2073881 Internet Access $18,261 $15,921
2073901 Internal Connections $17,439 $17,439
2073917 Internet Access $18,261 $18,261
2073929 Internet Access $23,751 $23,751
2073949 Internet Access $18,261 $18,261
2073970 Internet Access $18,261 $18,261
2073981 Internet Access $18,261 $18,261
2074071 Internal Connections $17,439 $17,439
2074111 Internal Connections $17,439 $0
2074141 Internal Connections $17,439 $17,439
2075827 Internet Access $18,261 $0
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FRN Service Type Commitments Disbursements
2075908 Internal Connections $17,439 $10,758

Total $979,598 $721,784

The Beneficiary received three bids for internal connections and Internet access from 
Educational Services Network, Corporation (EdNet); The Hispanic Information and 
Telecommunications Network (HitNet); and A New Vision in Educational Services & 
Materials (NEVESEM) in response to its FCC Form 470 No. 751710000796513 posted 
on USAC’s website.  

Based on IAD’s review of the Beneficiary’s competitive bidding documentation, IAD 
determined that all bids were not carefully considered and the most cost-effective bid for 
eligible services and equipment was not selected using price as the primary factor 
(criteria 1 through 3).  IAD determined that NEVESEM, the selected service provider, 
did not submit the lowest cost bid but was awarded the most favorable score for the cost 
category on the Beneficiary’s bid evaluation matrix.  Specifically, NEVESEM’s bid 
quoted a total cost of $1,089,417 for the Internet access services, cabling, data 
distribution, equipment, and servers as the Beneficiary requested on the FCC Form 470,
and was awarded the maximum 30 points for the cost category on the Beneficiary’s bid 
evaluation matrix.  HitNet’s bid quoted a total cost of $431,725 for the requested Internet 
access services and internal connections.  The Beneficiary’s bid evaluation matrix’s 
comments for HitNet also noted that the “[b]andwidth [is] sufficient to meet our needs at 
a reasonable price.”  However, HitNet was awarded only 20 points for the cost category 
for the same requested services and equipment.  EdNet’s bid quoted a total cost of 
$1,310,664 and was awarded 10 points for the cost category for the same requested 
services and equipment.  Of the three bids received, HitNet submitted the most cost 
effective bid; however, it does not appear that the Beneficiary used price as the primary 
factor when it awarded NEVESEM the most points for the cost category and selected 
NEVESEM as the most cost-effective service offering as required by the Rules (criteria 1 
and 3).

The Beneficiary’s bid evaluation matrix also indicated that the Beneficiary assigned 
scores for the cost factor based on actual prices and whether the bidders conducted site 
visits to the various library locations.  Further, the Beneficiary informed IAD that HitNet 
did not conduct a site visit to the Beneficiary’s locations and was awarded less points for 
the cost category for not inspecting the Beneficiary’s locations.  The Beneficiary’s bid 
evaluation comments for HitNet noted that “[t]here is no evidence of visits to centers and 
libraries.”  However, the bid evaluation comments for HitNet also noted that the 
“[b]andwidth [is] sufficient to meet our needs at a reasonable price,” thus indicating that 
HitNet could provide the requested Internet access services. The Beneficiary also 
informed IAD that NEVESEM and EdNet conducted site visits to the Beneficiary’s 
locations, which was considered when determining the number of points to award each 
bidder for the cost category.  The Beneficiary’s bid evaluation comments for EdNet noted 
that “[t]hey physically visited centers and libraries last year” and for NEVESEM, the bid 
evaluation comments noted that “[t]hey physically visited centers and libraries taking into 
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account the actual environment and facilities and technologies we currently have.”  These 
comments were included in the cost category of the Beneficiary’s bid evaluation matrix.  
IAD noted that a site visit to the Beneficiary’s locations was not listed as a requirement in 
the Beneficiary’s FCC Form 470 nor was it listed as a separate category in the bid 
evaluation matrix.  Further, while applicants may take factors other than price into 
consideration (criteria 2 and 3); the Beneficiary did not utilize a different category to 
score site visits and therefore the site visits should not have been considered when 
awarding scores for the cost category (criteria 2 and 3).  Because the scoring for the cost 
category included another factor other than price of the eligible services and equipment, 
all bids were not carefully considered with price being the primary factor considered as 
required by the Rules (criteria 1 and 3).

Cause
The Beneficiary did not have adequate controls and procedures in place to ensure that all 
bids received were carefully considered, and that the most cost-effective service offering 
was selected using price as the primary factor, as required by the Rules.

Effect
The monetary effect of this finding is $721,784.1 This amount represents the funds 
disbursed for the FRNs summarized in the Condition section above.

Recommendation
IAD recommends USAC management seek recovery of $721,784.  IAD also 
recommends USAC management issue a commitment adjustment to rescind the 
commitments for FRNs 2034903, 2034967, 2035158, 2035907, 2035954, 2035989, 
2073637, 2073739, 2073758, 2073777, 2073860, 2074111, 2075827, 2075908, 2073881, 
2034944, 2034873, 2035511, 2073612 and 2073671 to prevent any future disbursements 
for invoices requesting reimbursement for the remaining $257,814.  In addition, IAD
recommends the Beneficiary implement controls and procedures to ensure it carefully 
considers all bids received, and selects the most cost-effective service offering using 
price as the primary factor considered as required by the Rules.

Beneficiary Response
It is acknowledged that the FCC's rules require applicants to carefully 
consider all submitted bids prior to entering into a contract, and that the 
price of eligible products and services must [be] the primary factor in 
selecting the winning bid. See 47 C.F.R. §§ 54.504, 54.511 (2009); 47 
C.F.R. §§ 54.503, 54.511 (2011). See also Federal-State Joint Board on 
Universal Service, CC Docket No. 96-45, Report and Order, 12 FCC Rcd 
8776, 9029, [¶] 481 (1997) (Universal Service First Report and Order) 
(subsequent history omitted); Request for Review by Ysleta Independent 
School District of the Decision of the Universal Service Administrator, CC 

1 Due to rounding, there may be minimal differences between the monetary effect and the amounts 
disbursed as noted on page two of the audit report.  
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Docket Nos. 96-45, 97-21, Order, 18 FCC Rcd 26407 (2003) (Ysleta 
Order). This[,] however, must include only eligible submitted bids only.

As per the same rules, applicants may also consider relevant factors other 
than the pre-discount prices submitted by providers, such as prior 
experience, personnel qualifications, management capability, and 
environmental objectives. When evaluating bids, applicants must have a 
separate "cost category'' and that category must be given more weight than 
any other single factor.

This is exactly how it was done in FRNs 2034903, 2034967, 2035158,
2035907, 2035954, 2035989, 2073637, 2073739, 2073758, 2073777, 
2073860, 2074111, 2075827, 2075908, 2073881, 2034944, 2034873, 
2035511, 2073612, and 2073671. 

In the Ysleta Order, the FCC concluded that price must be the primary 
factor in selecting a winning bid. This policy differs from the direction 
given in the Tennessee Order in that schools are now required to have a 
separate "cost category" when evaluating bids, and that category must be 
given more weight than any other category. The FCC stated that, if,
for example, a school assigns 10 points to reputation and 10 points to past 
experience, the school would be required to assign at least 11 points to 
price.

As required by rule 47 C.F.R § 54.504(c) (1) (xi), we created a cost-
effective bid matrix and selected the company with the highest score. As 
the attached evaluation matrix [in Exhibit II] shows, pricing and 
cost/benefits of each provider represented 30 percent of the total
evaluation weighting. This was 5 percent higher than the next highest 
weighted criteria: experience. Within the pricing/cost effectiveness 
criteria, HitNet was awarded 20 points out of a possible 30, because in the 
first subsection of this cost effectiveness criteria, it was considered 
whether the bidder was eligible to "provide telecommunications services"
under a USAC contract.

The information provided by HitNet was initially insufficient to determine 
whether they were an eligible bidder, and as such, they were awarded a 0 
in this category. Once it was determined that HitNet was the lowest 
bidder, a search in the SLD ("Schools and Libraries") program revealed 
that HitNet had not successfully filed a Form 499 with USAC since 2006. 
Accordingly, HitNet could not be considered as an eligible bidder.

HitNet did not provide a certification that it was a bona fide E-Rate 
Service Provider since 2007, and due diligence was made to determine 
whether it was just a case of missing documentation, and other libraries or 
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schools were receiving services from HitNet. No verification was 
established, and HitNet was deemed ineligible as a provider/vendor.

Although HitNet technically did provide the "lowest bid", price was still 
considered as the primary factor in our vendor evaluation process, as we 
selected the lowest-cost eligible provider, NEVESEM.

We are attaching documentation detailing the competitive bidding process 
regarding cost evaluation criteria, and within said criteria: eligibility to 
provide services under a USAC contract. Specifically, we considered price 
among the seven evaluation criteria in our provider/vendor selection 
process and awarded the contract to NEVESEM, because NEVESEM 
complied with all of the requirements (such as eligibility) and the 
established evaluation criteria. HitNet did not. If HitNet had been chosen 
as vendor/provider of services, we would have been in violation of
USAC's rules and regulations.

We are very committed to guarding against waste, fraud, and abuse, and 
ensuring that funds disbursed through the E-rate program are used for 
appropriate purposes. This entailed the selection of a qualified, eligible
vendor/provider for FRNs 2034903, 2034967, 203518, 2035907, 2035954, 
2035989, 2073637, 2073739, 2073758, 2073777, 2073860, 2074111, 
2075827, 2073881, 2034944, 2035511, 2073612, and 2073671.

As can be determined, we have implemented the necessary controls and 
procedures to ensure that we carefully consider all bids received, and have 
selected the most cost effective service (among the eligible service 
vendors/providers), offering using price as the primary factor considered 
as required by the Rules. The evaluation process was a fair and open 
process, based on the facts that were presented by the service providers 
and according to FCC Rules. See attached documentation [Exhibits I and 
II].

USAC IAD Response
While the Beneficiary asserts in its response that it evaluated “whether the bidder was 
eligible to ‘provide telecommunications services’ under a USAC contract,” the bid 
evaluation matrix provided by the Beneficiary evaluating this bid criteria was provided 
only after IAD issued a draft written finding to the Beneficiary recommending recovery 
of funds disbursed.  The bid evaluation matrix provided by the Beneficiary during the 
course of the audit did not demonstrate this assertion. Specifically, the bid evaluation 
matrix provided during the course of the audit defined the cost factor as follows:

Cost Effectiveness (You must select the most cost effective proposal.  The price will be 
the main factor of selection).



USAC Audit No. SL2012BE022 Page 11 of 35

The bid evaluation matrix provided during the audit did not include “service provider 
eligibility” as a bid evaluation criterion in the cost factor. However, the Beneficiary’s bid 
evaluation matrix provided during the course of the audit contained an evaluation factor 
for experience where the Beneficiary identified HitNet as having “[m]ore than 10 years 
as a supplier of the e-rate project in Puerto Rico (developing a telecommunications and 
internet infrastructure).”  The Beneficiary did not otherwise evaluate the service 
providers based on eligibility in the cost, experience, or other bid evaluation factors in the 
bid evaluation matrix provided during the audit nor did the Beneficiary provide any other 
documentation during the audit to demonstrate that HitNet had been considered an 
“ineligible bidder” during its vendor evaluation process. The Beneficiary did not indicate 
that HitNet was considered “ineligible” until it provided its response to this finding.

IAD disagrees with the Beneficiary’s assertion that HitNet was not an eligible service 
provider to provide telecommunications services.  In its response, the Beneficiary states 
“a search in the SLD (‘Schools and Libraries’) program revealed that HitNet had not 
successfully filed a Form 499 with USAC since 2006.”  In addition, in its response the
Beneficiary states “[w]ithin the pricing/cost effectiveness criteria, HitNet was awarded 20 
points out of a possible 30, because in the first subsection of this cost effectiveness 
criteria, it was considered whether the bidder was eligible to ‘provide 
telecommunications services’ under a USAC contract.”  However, the Beneficiary 
provided the results of a Service Provider Identification Number (SPIN) search dated 
August 14, 2013, included as Exhibit I below, that indicates a “Y” in the Form 499 Filer 
column.  According to the results in Exhibit I, the “Y” identifies the service provider as 
“eligible to provide Telecommunications Services…” for the Schools and Libraries 
Program. Further, IAD confirmed with USAC management that HitNet has been an 
eligible service provider without interruption since Funding Year 2003. The FCC Form 
that HitNet had not filed since Funding Year 2006 was the FCC Form 473, Service 
Provider Annual Certification (SPAC) Form.  A SPAC Form must be on file with USAC 
prior to submitting FCC Forms 472, Billed Entity Applicant Reimbursement (BEAR),
and FCC Forms 474, Service Provider Invoice (SPI), and is submitted by service 
providers after they have been selected to provide E-rate eligible services and have 
received a positive Funding Commitment Decision Letter (FCDL).1 Specifically, the 
deadline date for filing the FCC Form 473 for a funding year coincides with the last date
USAC can be invoiced for that funding year.2 In addition, IAD also notes that the 
Beneficiary did not indicate in its FCC Form 470that service providers were required to 
file its FCC Form 473 prior to submitting bids or list any other disqualification factors on
FCC Form 470 No. 751710000796513.3

Further, had the Beneficiary utilized the bid evaluation matrix provided with its response 
to this finding, IAD notes that the Beneficiary weighted “Evidence of Certification in 

1 See FCC Form 473 Instructions, Apr. 2007 (OMB-3060-0856) at 2. 
2 See USAC’s website at http://www.usac.org/sl/tools/deadlines/default.aspx.
3 See USAC’s Program Compliance 2010 Schools & libraries Fall Applicant Trainings, at 15 (Fall 2010) 
available at. http://www.usac.org/_res/documents/sl/training/2010/Applicant-Program-Compliance.pdf
(providing that applicants must include “any special requirements and/or disqualification factors” on the 
FCC Form 470). 
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USAC” as five points and “Exact visit & evaluation of the centers in the service 
quotation” as 5 points as subsections of the 30-point cost factor.1 Both of these criteria
are not “costs” and the points assigned to these two criteria should not have been 
included in the 30 points awarded for “cost.”  If the 10 points were removed, the 
Beneficiary’s maximum score for cost would not have exceeded 20 points.  Since the 
maximum of 20 points for “cost” is less than the maximum 25 points weighted for 
“experience,” the Beneficiary’s bid evaluation matrix provided with its response still 
would not have considered price as the primary factor as required by the Rules.

Given these circumstances, IAD cannot reasonably rely on the bid evaluation matrix 
provided in response to the finding as sufficient, appropriate evidence to provide a 
favorable conclusion for the reasons noted in the condition section above.  Therefore, 
IAD cannot conclude with reasonable confidence that the Beneficiary considered all bids 
received, and selected the most cost-effective service offering using price as the primary 
factor considered.  As a result, IAD’s position on this finding remains unchanged.

USAC Management Response
The Beneficiary received three bids for internal connections and Internet access from 
Educational Services Network, Corporation (EdNet), The Hispanic Information and 
Telecommunications Network (HitNet), and A New Vision in Educational Services & 
Materials (NEVESEM) in response to its FCC Form 470 No. 751710000796513 posted 
on USAC’s website.  

Based on the auditors’ review of the Beneficiary’s competitive bidding documentation 
provided during the audit, all bids were not carefully considered using price as the 
primary factor. Program rules require that price of the eligible goods and services must 
be the primary factor in evaluating bids.  Applicants may also take other factors into 
consideration, but in selecting the winning bid, price must be given more weight than any 
other single factor.  The Beneficiary’s bid evaluation provided during the audit assigned 
scores for the cost factor based on actual prices and whether the bidders conducted site 
visits to the various library locations.  While applicants may take factors other than price 
into consideration, the other factors should not be included in the same category as price. 
The Beneficiary did not utilize a different category than price to score site visits and,
therefore, price was not the primary factor when selecting the winning service provider. 

Two of the bidders appeared to have conducted site visits to the Beneficiary’s locations
as indicated on the Beneficiary’s bid evaluation provided during the audit. However, site 
visits were not listed as a requirement on the Beneficiary’s FCC Form 470 or RFP. Since 
the Beneficiary failed to state site visits were a requirement on the FCC Form 470 or 
RFP, the Beneficiary cannot use this criterion to disqualify bidders in its vendor selection 
evaluation.2

1 See Exhibit II to the Beneficiary’s response. 
2 See, e.g., USAC’s Program Compliance 2010 Schools & libraries Fall Applicant Trainings, at 15 (Fall 
2010) available at. http://www.usac.org/_res/documents/sl/training/2010/Applicant-Program-
Compliance.pdf (providing that applicants must include “any special requirements and/or disqualification 
factors” on the FCC Form 470).
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The Beneficiary’s response acknowledges that HitNet provided the lowest bid. 
However, the Beneficiary responded to the finding by asserting that it evaluated “whether 
the bidder was eligible to ‘provide telecommunications services’ under a USAC contract”
and provided IAD with a bid evaluation matrix that included this criteria, as well as site 
visits, in the Beneficiary’s cost factor. Further, the Beneficiary stated, “a search in the 
SLD (‘Schools and Libraries’) program revealed that HitNet had not successfully filed a 
Form 499 with USAC since 2006” to explain why HitNet was not selected as the winning 
vendor.  The auditors confirmed with USAC management that HitNet has been an 
eligible service provider without interruption since Funding Year 2003.  The Beneficiary 
confused the filing of the FCC Form 473, Service Provider Annual Certification (SPAC) 
Form with the FCC Form 499-A (Annual Telecommunications Reporting Worksheet).
Therefore, HitNet was an eligible service provider and its bid should not have been 
scored lower based on the “eligibility to provide telecommunications” services. In 
addition, as noted above, the Beneficiary considered this factor and site visits, in its cost 
factor, although neither of the two factors was related to “cost.” Therefore, the
Beneficiary did not carefully consider all bids with price being the primary factor as 
required by the Rules. USAC management concurs with the finding, effect, and 
recommendation and will seek recovery of $721,784.
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Finding #2
Untimely Implementation of Non-recurring Services

Criteria
1. “Support under this support mechanism is conditional upon the school(s) and 

library(ies) securing access to all of the resources, including computers, 
training, software, maintenance, internal connections, and electrical 
connections necessary to use the services purchased effectively.”  47 C.F.R. § 
54.504(b)(2)(vi) (2009).

2. “FCC Form 471 shall be signed by the person authorized to order telecommunications 
and other supported services for the eligible … library …and shall include that 
person’s certification under oath that: …. The entities listed on the FCC Form 471 
application have secured access to all of the resources, including computers, training, 
software, maintenance, internal connections, and electrical connections, necessary to 
make effective use of the services purchased ….” 47 C.F.R. § 54.504(c)(1)(iii) 
(2009).

3. “We [FCC] conclude that a lack of necessary resources to use the supported
services warrants full recovery of funds disbursed for all relevant funding 
requests.  The requirements that beneficiaries have sufficient computer 
equipment, software, staff training, internal connections, maintenance and 
electrical capacity to make use of the supported services are integral to 
ensuring that these monies are used for their intended purposes, without 
waste, fraud or abuse.”  In the Matter of Schools & Libraries Universal 
Service Support Mechanism, CC Docket No. 02-6, Fifth Report and Order, 
FCC 04-190, 19 FCC Rcd 15808, 15816 ¶ 22 (2004) (Fifth Report & Order).

4. “We expect USAC to deny funds or seek a reimbursement of funds already 
allocated if it discovers that an applicant has purchased approved, discounted 
eligible services that it is unable to effectively use due to a lack of necessary 
resources.  For example, an applicant should not have equipment purchased 
with E-rate funds sitting in storage unused because it did not properly plan for 
its use of the equipment.”  In the Matter of Requests for Review of Decisions 
of the Universal Service Administrator by Academy of Excellence, CC Docket 
02-6, Order, FCC 07-60, 22 FCC Rcd 8722, 8729, ¶ 12 (2007). 

5. “The deadline for implementation of non-recurring services will be September 
30 following the close of the funding year.  An applicant may request and 
receive from the Administrator [USAC] an extension of the implementation 
deadline for non-recurring services if it satisfies one of the following criteria:

(1) The applicant’s funding commitment decision letter is issued by the 
Administrator on or after March 1 of the funding year for which 
discounts are authorized;
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(2) The applicant receives a service provider change authorization or 
service substitution authorization from the Administrator on or after 
March 1 of the funding year for which discounts are authorized

(3) The applicant’s service provider is unable to complete implementation 
for reasons beyond the service provider’s control; or

(4) The applicant’s service provider is unwilling to complete installation 
because funding disbursements are delayed while the Administrator 
investigates their application for program compliance.”  47 C.F.R. § 
54.507(d) (2009).

6. Pursuant to FCC guidance, when equipment has not been installed before the 
deadline for implementing non-recurring services, “[r]ecovery depends on the 
individual situation.”  Letter from Dana Shaffer, Chief, Wireline Competition 
Bureau, FCC, to Scott Barash, Acting CEO, USAC, WC Docket No. 02-6IR, 
DA 09-86, 24 FCC Rcd 417 (Jan. 16, 2009) at 3. 

Condition
IAD obtained and examined the Beneficiary’s asset and inventory records to observe the 
physical location of equipment purchased and installed for Funding Year 2010 FRNs 
2035511 and 2073671 and to ensure that the Beneficiary secured access to the resources 
necessary to make effective use the services purchased as required by the Rules (see 
criteria 1-2).  IAD performed a physical inventory at Biblioteca Abelardo Diaz Alfaro 
(for FRN 2073671) and Biblioteca Electronica Estudia Conmigo (for FRN 2035511) and 
determined that the video conference equipment (LiveSize Room 200 and VBrick) was 
not installed or in use at either location. 

The Funding Commitment Decision Letter (FCDL) for FRNs 2035511 and 2073671 was 
dated October 13, 2011.  The FCDL indicated that the Beneficiary’s deadline for 
implementation of non-recurring services was September 30, 2012 (criterion 5).  The 
Beneficiary did not file a request with USAC seeking an extension of the implementation 
deadline for the non-recurring services for these FRNs.  During the audit, the Beneficiary 
informed IAD that it did not have the televisons and monitors needed to make effective 
use of the equipment, as required by the Rules (criteria 1 and 2).  However, the 
Beneficiary certified that it had access to all necessary resources to effectively use the 
requested equipment and services in February 2010 when it submitted the FCC Form 471 
to USAC (see criteria 1 and 2).  The Rules require USAC to seek recovery when the 
applicants do not have the necessary resources to effectively use the SLP funded services 
and equipment (see criteria 3 and 4).  

Prior to completion of the audit in February 2013, the Beneficiary provided IAD with a 
receipt for two monitors and several photographs of the equipment in use, demonstrating 
the video conference equipment was installed subsequent to the date of IAD’s physical 
inventory in October 2012.  
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Cause
The Beneficiary did not demonstrate sufficient knowledge of the Rules requiring 
applicants to secure all of the the necessary resources to make effective use of the SLP 
funded equipment and services, as required by the Rules.  In addition, the Beneficiary did 
not demonstrate sufficient knowledge of the Rules governing the implementation 
deadline for non-recurring services.  

Effect
The monetary effect of this finding is $42,844.  This amount represents the amount of 
funds disbursed for FRNs 2035511 and 2073671 for the video conference equipment as 
follows:

FRN Disbursed Amount
2035511 $21,422
2073671 $21,422

Total $42,844

Recommendation
IAD recommends USAC management seek recovery of $42,844 because the Beneficiary 
failed to secure the necessary resources to make effective use of the SLP-funded services 
and equipment as required by the Rules. IAD recommends the Beneficiary implement 
controls and procedures to ensure it secures the necessary resources to make effective use 
of SLP supported equipment and services as required by the Rules.  IAD further 
recommends the Beneficiary implement controls and procedures to ensure that SLP 
funded non-recurring services are implemented by September 30 following the close of 
the funding year or submit a request for an extension of the implementation deadline as 
required by the Rules.  

Beneficiary Response
The videoconference equipment was on site. It had been programmed but, 
due to security concerns, the equipment was stored in a safe place until the 
necessary resources had been allocated to secure the same. This was done 
strictly as precaution to avoid theft or damage of the videoconference 
equipment until it was configured. At the time, a temporary protocol to 
install, use and then store the equipment was followed.

At this time all of the aforementioned equipment, and the supporting 
equipment provided by the Municipality of San Juan is in place, and in 
continuous use. At the time, the temporary protocol was instituted, as 47 
C.F.R § 54.507(d), did not specify that the equipment provided could not 
be stored when not in use for security reasons.

USAC IAD Response
The Beneficiary asserts that “the equipment was stored in a safe place until the necessary 
resources had been allocated...” The Beneficiary’s response confirms that the necessary 
resources had not been allocated and, therefore, were not available to implement the non-
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recurring services by the September 30, 2012 deadline indicated in the FCDL. The Rules 
require applicants to have secured all necessary resources to make effective use of the 
requested services at the time the FCC Form 471 is submitted. Further, the Rules 
provide that the Beneficiary may request an extension of the implementation deadline for 
non-recurring services if it meets one of the criteria listed above in criteria 5.  The 
Beneficiary did not request an extension of the implementation deadline from USAC for 
FRNs 203551 and 2073671. In addition, storing the equipment in a “safe place” does not 
constitute implementation as required by the Rules. Because the Beneficiary lacked the 
necessary resources to effectively use the requested services and did not implement the 
non-recurring services by September 30 following the funding year in which funds were 
committed by USAC, IAD’s position on this finding remains unchanged.

USAC Management Response
The auditors examined the Beneficiary’s asset and inventory records to observe the 
physical location of equipment purchased and installed for Funding Year 2010 FRNs 
2035511 and 2073671 and to ensure that the Beneficiary secured access to the resources 
necessary to make effective use the services purchased as required by the Rules. A
physical inventory was performed at Biblioteca Abelardo Diaz Alfaro (for FRN 2073671) 
and Biblioteca Electronica Estudia Conmigo (for FRN 2035511) and determined that the 
video conference equipment (LiveSize Room 200 and VBrick) was not installed or in use 
at either location. 

The Funding Commitment Decision Letter (FCDL) for FRNs 2035511 and 2073671 was 
dated October 13, 2011.  The FCDL indicated that the Beneficiary’s deadline for 
implementation of non-recurring services was September 30, 2012.  The Beneficiary did 
not file a request with USAC seeking an extension of the implementation deadline for the 
non-recurring services for these FRNs.  During the audit, the Beneficiary informed IAD 
that it did not have the televisons and monitors needed to make effective use of the 
equipment, as required by the Rules. However, the Beneficiary certified that it had 
access to all necessary resources to effectively use the requested equipment and services 
when it submitted the FCC Form 471 to USAC in February 2010. Prior to completion of 
the audit in February 2013, the Beneficiary informed the auditors that two monitors were 
installed and in use.  The Beneficiary also provided several photographs of the equipment 
in use, demonstrating the video conference equipment was installed subsequent to the 
auditors’ site visit.

The Rules provide that “[r]ecovery depends on the individual situation” when equipment 
has not been installed before the deadline for implementing non-recurring services, and
require USAC to seek recovery when the applicants do not have the necessary resources 
to effectively use the SLP funded services and equipment. As noted above, during the 
audit, the Beneficiary did not have the televisons and monitors needed to make effective 
use of the requested services. The Beneficiary’s response further acknowledges that the 
Beneficiary did not have the necessary resources to effectively use these requested 
services at the time of the audit.  The Beneficiary stated it has purchased and installed 
monitors for both locations since the audit was conducted and the video conferencing 
equipment is now currently in use. USAC will review the documentation demonstrating 
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the equipment is in use and if necessary, conduct outreach to the Beneficiary. USAC will 
then determine if recovery is warranted consistent with FCC rules and orders.  
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Finding #3
Service Provider Invoiced USAC for Services For the Wrong FRN

Criteria
1. “All service providers eligible to provide telecommunications and other 

supported services under this subpart shall submit annually a completed FCC 
Form 473 [Service Provider Annual Certification] to the Administrator.”  47 
C.F.R. § 54.504(h) (2009).

2. Service providers must certify on FCC Form 473 that:  

“Item (9) - Based on information known to the authorized person or 
provided to the authorized person by employees responsible for the 
data being submitted, the authorized person hereby certifies that 
the data set forth in this Form has been examined and reviewed and 
is true, accurate and complete.  

Item (10) - The invoice forms that are submitted by this service 
provider contain requests for universal service support for services 
which have been billed to the service provider’s customers on 
behalf of schools, libraries and consortia of those entities, as 
deemed eligible for universal service support by the fund 
administrator.”  FCC Form 473 Instructions, Apr. 2007 (OMB 
3060-0856), at 3.

3. “The FCC Form 474, Service Provider Invoice Form, is to be completed and 
submitted by a service provider that has provided discounted eligible services 
to eligible schools and libraries, in order to seek universal service support in 
the amount of the discounts.  The service provider must have provided the 
service and given a discounted bill to the applicant prior to submitting the 
Form 474.” FCC Form 474 Instructions, Apr. 2007 (OMB 3060-0856), at 1.

4. The Service Provider may file FCC Form 474 upon occurrence of specific 
conditions, including:

“upon providing the discounted, eligible services to an eligible 
school, school district, library, library consortium or consortium of 
multiple entities on or after the effective date of the discounts as 
set forth in USAC’s acknowledgement of receipt of Form 486;
after billing the Form 471 recipient of an FCDL for eligible 
services, showing the total prediscount amount, the discounted 
portion, and the applicant’s obligation to pay the undiscounted 
amount.”  Id. at 2. 

5. “Columns (8) through (14).  The information requested in the following 
columns should be completed for the eligible services in each FRN for which 
the service provider with the assigned SPIN set forth in Item (2) has delivered 
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services on or after the effective date of discounts, consistent with the FCDL 
provided by USAC and for which the service provider has billed the 
applicant.”  Id. at 3. 

Condition
IAD examined the FCC Forms 474, Service Provider Invoice (SPI) forms, and the 
corresponding service provider bills provided by the Beneficiary, to ensure USAC was 
properly invoiced for the supported services received by the Beneficiary as required by 
the Rules (criteria 1 through 5).  The Beneficiary requested and was approved funding for 
Internet access services for its Centro de las Monjas (Monjas) and Biblioteca Electronica 
Caimito (Caimito) locations for FRNs 2034903 and 2034944, respectively.  Caimito did 
not receive the requested Internet access services during the Funding Year and the 
Beneficiary was not billed by the service provider for such services provided at this 
location.  However, the service provider, A New Vision in Educational Services and 
Materials (NEVESEM), submitted SPI Form No. 1497831 for Internet access services 
provided to Monjas but the SPI form referenced Caimito’s FRN 2034944, instead of 
Monjas’ FRN 2034903.

IAD obtained a letter dated February 27, 2013 from the service provider stating “[a]fter 
your inquiry, we conduct[ed] a review of the invoicing process for the related Libraries 
for the funding year 2010 and we concluded that due to an involuntary mistake with the 
FRN number, the ‘Caimito Library’ was invoiced instead of ‘Centro de Estudio y 
Tecnologia Las Monjas’ with the (BEN-16052468)… We certify that ‘Biblioteca 
Electronica Caimito’ (BEN -16052522) did not received [sic] the [I]nternet service for 
the funding year 2010… Las Monjas Library received the internet service from August 
2010 to June 2011 for $17,091.00.  The invoice should be made for (Las Monjas) FRN-
2034903, not for the Caimito’s FRN- 2034944.  Both funds were for the same amount 
and in the billing process we used the incorrect FRN to invoice the [I]nternet service.”1

The service provider improperly invoiced USAC for services provided to the incorrect 
location and incorrect FRN (criteria 1 to 5).  USAC disbursed the full amount that was 
requested on the SPI Form No. 1497831 to the service provider, who had previously 
issued credits for the requested amount on its bills to the Beneficiary (criteria 1 to 4). 

Cause
The service provider did not have adequate controls and procedures in place to ensure 
that the amounts invoiced to USAC on its SPI form were accurate and included the 
correct FRN(s) for approved eligible services that were delivered to approved entities, as 
required by the Rules.

Effect
The monetary effect of this finding is $17,091.  This amount represents the amount that 
was incorrectly invoiced and disbursed for FRN 2034944. 

1 Letter from Esteban Bentancourt, NEVESEM, to Mrs.[Loyda] Lopez, Municipality of San Juan, (Feb. 27, 
2013). 
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Recommendation
IAD recommends USAC management seek recovery of $17,091. However, the 
Beneficiary may be able to file an invoicing deadline extension request with USAC for 
the FRN that was incorrectly invoiced on SPI form No. 1497831.  If the extension is 
approved, the service provider may submit a SPI form seeking reimbursement of $17,091 
for the proper FRN 2034903.  IAD also recommends the service provider implement 
controls and procedures to ensure that the amounts requested on its SPI forms are 
accurate and include the correct FRN for approved eligible services provided to approved 
entities prior to being submitted to USAC for reimbursement. 

Beneficiary Response
On February 18, 2010, the library Biblioteca Diaz Alfaro, submitted its 
request for Internet access service for 25 libraries on Form 471. However, 
at the time, NEVESEM provided Internet access service to only 19 
libraries out of the 25. The funding for those libraries was approved on 
June 14, 2011 due to delays in the receipt of USAC's funding therein.

Since the Internet Access Service had been provided by NEVESEM for 
the full year to the 19 libraries, NEVESEM billed retroactively for the 
aforesaid [sic] services to the 19 libraries. This was done through one 
invoice. Unfortunately due to an involuntary clerical error on the FRN, 
NEVESEM incorrectly billed Las Monjas instead of Caimito. However, 
the services were rendered and payment to NEVESEM was in the exact 
amount that would have been invoiced to Caimito, with no fiscal impact to 
the budgeted monies.

Service Provider Response

On June 15th, 2011, twenty-five (25) libraries of BIBLIOTECA 
ABELARDO DIAZ ALFARO [(BADA)] ([Beneficiary number] 
16052522) where [sic] approved for FY 2010.  At that time only 20 of the 
libraries were receiving services from NEVESEM, Inc.  Since it was the 
last month of the funding year 2010, NEVESEM proceeded to bill in one 
invoice, retroactively, all the months serviced for the year ending on June 
[30,] 2011.  The following table shows the FRN for each of the libraries.  

Applicant Name (BEN) FRN
Form 
471 Svc

BIBLIOTECA ABELARDO DIAZ ALFARO 
(16052522) 2075827 752817

Internet 
Access

2073981 752817
2073970 752817
2073949 752817
2073929 752817
2073917 752817
2073881 752817
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2073860 752817
2073844 752817
2073799 752817
2073777 752817
2073758 752817
2073741 752817
2073719 752817
2073689 752817
2071655 752817
2035190 752817
2035158 752817
2035123 752817
2034967 752817
2034944 752817
2034920 752817
2034903 752817
2034886 752817
2034873 752817

NEVESEM Accounting Department, upon subsequent review of the 
billing, found we should have billed Las Monjas Library (FRN 2034903), 
but instead, due to an error in the selection of the FRN, NEVESEM billed 
Caimito Library FRN-2034944 for the internet service.  Las Monjas, one 
[of] the 25 libraries approved for BADA, received the internet service 
from August 2010 to June 2011 for $17,091.00. This is exactly the amount 
that was erroneously billed to Caimito Library.  The amount approved for 
all the 25 libraries was $467,505.00 and the amount billed and collected 
was $347,409.00.  If we exchange the amount billed to Las Monjas for the 
Caimitos Library the amounts remains [sic] the same.  Therefore, this does 
not represent any waste, fraud or abuse of the USAC funds nor an 
overbilling to BADA or USAC.  

CONCLUSIONS:

1) We strongly disagree with your statement “The service provider did not 
have adequate controls and procedures in place to ensure that the amounts 
invoiced to USAC on its SPI form were accurate and included the correct 
FRN(s) for approved eligible services that were delivered to approved 
entities, as required by the Rules.”

NEVESEM has adequate “HASH” [number verification] and contract 
documentation controls in place. Billing of USAC contract amounts is 
always verified in quantity and conditions of service. The fact that a 
mistake with the FRN number was not caught by the accounting 
department staff in this case, does not mean the controls are not in place.  
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Corrective and disciplinary measures have been taken with the accounting 
staff to prevent this mistake from occurring again in the future.

2) Amount billed ($17,091.00) was for services rendered within the 
contracted amount and to a Library in the BADA group, thus no 
reimbursement shall be made for this amount.

IAD’s Response to Service Provider’s Response
IAD agrees that the committed and disbursed amounts for FRNs 2034903 and 
2034944 for Internet access services at the Las Monjas and Caimito locations, 
respectively, are for the same amounts and both locations are eligible to receive 
SLP funding.  However, as stated in criteria 5, the instructions for the FCC Form 
474 state: “Columns (8) through (14).  The information requested in the following 
columns should be completed for the eligible services in each FRN for which the 
service provider with the assigned SPIN set forth in Item (2) has delivered 
services on or after the effective date of discounts, consistent with the FCDL 
provided by USAC and for which the service provider has billed the applicant.”  
The service provider did not provide Internet access services to the Caimito 
location, thus USAC should not have been invoiced under FRN 2034944.  As a
result, IAD’s position on this finding remains unchanged.

USAC Management Response
The service provider, A New Vision in Educational Services and Materials (NEVESEM), 
submitted SPI Form No. 1497831 for Internet access services provided to Monjas but the
SPI form referenced Caimito’s FRN 2034944, instead of Monjas’ FRN 2034903.
The service provider indicated“[a]fter your inquiry, we conduct[ed] a review of the 
invoicing process for the related Libraries for the funding year 2010 and we concluded 
that due to an involuntary mistake with the FRN number, the ‘Caimito Library’ was 
invoiced instead of ‘Centro de Estudio y Tecnologia Las Monjas’ with the (BEN-
16052468)… We certify that ‘Biblioteca Electronica Caimito’ (BEN -16052522) did not 
received [sic] the [I]nternet service for the funding year 2010… Las Monjas Library 
received the internet service from August 2010 to June 2011 for $17,091.00.  The invoice 
should be made for (Las Monjas) FRN-2034903, not for the Caimito’s FRN- 2034944.
Both funds were for the same amount and in the billing process we used the incorrect 
FRN to invoice the [I]nternet service.”  NEVESEM’s response to the audit finding further 
explained “[t]he amount billed ($17,091.00) was for services rendered within the 
contracted amount and to a Library in the BADA group, thus no reimbursement shall be 
made for this amount.”

USAC acknowledges the service provider’s response, however, USAC was improperly 
billed for services not delivered to an entity.  Accordingly, USAC will seek recovery of
$17,091.00 disbursed improperly on FRN 2034944.  USAC will provide instruction to 
the service provider for requesting an invoice extension from USAC, which, if approved, 
would permit the service provider to invoice USAC for the correct services provided
against FRN 2034903. Going forward the service provider should verify its controls and 
procedures are sufficient to ensure that the amounts requested on its SPI forms are 



USAC Audit No. SL2012BE022 Page 24 of 35

accurate and include the correct FRN for approved eligible services provided to approved 
entities prior to being submitted to USAC for reimbursement as required by the Rules.
USAC management concurs with the finding, effect and recommendation. 
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Finding #4
Untimely Payments to Service Provider

Criteria
1. “An eligible school, library, or consortium must pay the non-discount portion 

of services or products purchased with universal service discounts.”  47 
C.F.R. § 54.523 (2009).

2. “We conclude that all funds disbursed should be recovered for any funding 
requests in which the beneficiary failed to pay its non-discounted share.  
While our [FCC] rules do not set forth a specific timeframe for determining 
when a beneficiary has failed to pay its non-discounted share, we conclude 
that a reasonable timeframe is 90 days after delivery of service.  Allowing 
schools and libraries to delay for an extended time their payment for services 
would subvert the intent of our rule that the beneficiary must pay, at a 
minimum, ten percent of the cost of supported services…  Accordingly, we 
clarify prospectively that a failure to pay more than 90 days after completion 
of service (which is roughly equivalent to three monthly billing cycles) 
presumptively violates our rule that the beneficiary must pay its share.  For 
purposes of resolving any outstanding issues relating to audits conducted prior 
to the issuance of this clarification, we direct USAC to determine whether full 
payment had been made as of the time the audit report was finalized.  If any 
amounts remained outstanding at the conclusion of the audit work, that 
constitutes a rule violation warranting recovery of all amounts disbursed.  
Information on payment of the non-discounted share shall be sought from the 
beneficiary.” In the Matter of Schools & Libraries Universal Service Support 
Mechanism, Fifth Report and Order, CC Docket No. 02-6, FCC 04-190, 19 
FCC Rcd 15808, 15816, ¶ 24 (2004) (Fifth Report and Order).

Condition
IAD examined service provider bills and check payments to ensure the Beneficiary paid 
its non-discounted share of services purchased with universal service discounts.  The 
Beneficiary did not pay its non-discounted share to the service provider within the 
timeframe that the FCC considers to be reasonable and timely (e.g., within 90 days after 
delivery of service).  For Internet access FRNs 2073881, 2073719, 2034944, 2034873, 
2035123, 2034886, 2073929, 2073949, 2073981, 2071655, 2073741, 2073917, and 
2073970, the service provider billed the Beneficiary monthly for services delivered 
during Funding Year 2010 (July 1, 2010 through June 30, 2011).  However, the 
Beneficiary did not pay these bills until October 2012 in three separate payments on 
October 4, 2012, October 5, 2012 and October 22, 2012.  For internal connections FRNs 
2073459, 2073612, 2073516, 2074071, 2035611, 2036057, 2035452, 2036014, 2035511, 
2035550, 2073803, 2073901, 2073577, 2073671, 2073709, 2073768, 2073868 and 
2074141, the service provider billed the Beneficiary for equipment purchased during 
Funding Year 2010 and installed on various dates between October 26, 2011 and April 
19, 2012.  However the Beneficiary did not pay these bills until October 22, 2012.  
Although the Beneficiary paid the full amounts of the bills in October 2012, the 
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Beneficiary did not pay its non-discounted share in a timely manner (e.g., within 90 days 
after delivery of service), as required by the Rules (criteria 1 and 2).  

Cause
The Beneficiary did not have an adequate process in place to ensure service provider bills 
for discounted services are paid in a timely manner (e.g., within 90 days after delivery of 
service), as required by the Rules.

Effect
There is no monetary effect for this finding because the Beneficiary paid its non-
discounted share to the service provider prior to the completion of the audit.  However, 
by not making payments in a timely manner, there is an increased risk that the 
Beneficiary may not pay its non-discounted share as required by the Rules.

Recommendation
IAD recommends the Beneficiary implement controls and procedures to ensure that it 
pays its non-discounted share within a reasonable timeframe (e.g., within 90 days after 
delivery of service), as required by the Rules.

Beneficiary Response
The beneficiary accepts that unforeseen delays occurred in the payment of 
its non-discounted share to the service provider prior to the completion of 
the audit. Payments have now been effected and a system has been put in 
place to avoid further delays in such payments in the future.

USAC Management Response
The Beneficiary did not dispute the finding that it failed to timely pay (e.g., within 90 
days after delivery of service) the required non-discount share. However, because the 
Beneficiary ultimately paid the non-discount portion, there is no monetary effect and 
recovery is not warranted.   

The Beneficiary has indicated that going forward they will implement a process to ensure 
timley payment to E-rate providers.  USAC management concurs with the finding, effect 
and recommendation.
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Other Matter #1
Insufficient Internet Safety Policy

Criteria
1. “The billed entity for a school that receives discounts for Internet access or 

internal connections must certify on FCC Form 486 that an Internet safety 
policy is being enforced.”  47 C.F.R § 54.520(c)(1) (2009).

2. “The Internet safety policy adopted and enforced pursuant to 47 U.S.C. [§] 
254(l) must address all of the following issues:

(A) Access by minors to inappropriate matter on the Internet and 
the World Wide Web;
(B) The safety and security of minors when using electronic mail, 
chat rooms, and other forms of direct electronic communications;
(C) Unauthorized access, including so-called “hacking” and other 
unlawful activities by minors online;
(D) Unauthorized disclosure, use, and dissemination of personal 
information regarding minors; and
(E) Measures designed to restrict minors’ access to materials 
harmful to minors.”  47 C.F.R. § 520(c)(1)(ii) (2009).

3. “We [FCC] note, however, that, in certain instances, although the applicant 
may not have been in technical compliance, there was substantial compliance 
with the spirit of CIPA requirements…  In this case, recovery is not 
warranted.”  Letter from Dana R. Shaffer, Chief, Wireline Competition 
Bureau to Scott Barash, Acting Chief Executive Officer, USAC, WC Docket 
No. 02-6, DA-09-86, 24 FCC Rcd 417 (Jan. 16, 2009).

Condition
IAD requested and examined documentation to ensure the Beneficiary complied with the 
Children’s Internet Protection Act (CIPA) requirements.  Based on IAD’s review of the 
Beneficiary’s Internet Safety Policy (ISP), IAD determined that the Beneficiary’s ISP did 
not adequately address element C, Unauthorized access, including so-called “hacking” 
and other unlawful activities by minors online, or how this element would be enforced, as 
required by the Rules (criteria 1 and 2).  The Beneficiary provided IAD with its Internet 
Security Policy for Libraries that addresses element C by stating that the Beneficiary
prevents the misuse of the network, including “unauthorized access, including so-called 
‘hacking,’ and other unlawful activities…”  However, the ISP did not explain how the 
Beneficiary would prevent unauthorized access and other unlawful activities by minors or 
how element C would be enforced. 

As a result of the Beneficiary’s inability to provide an explanation or documentation on 
how unauthorized access and other unlawful activities by minors is addressed or how 
element C of its ISP is enforced, IAD was unable to conclude that the Beneficiary was 
technically compliant with all of the CIPA requirements.  However, because the 
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Beneficiary had an ISP and a filter to monitor Internet content, the Beneficiary was in 
substantial compliance with the spirit of the CIPA requirements (criterion 3).

Cause
The Beneficiary did not demonstrate sufficient knowledge of the elements that must be 
addressed in the Internet safety policy and how the elements are enforced, as required by 
the Rules.  

Effect
There is no monetary effect associated with this other matter.  While the Beneficiary may 
not have been in technical compliance with all of the CIPA requirements, the Beneficiary 
substantially complied with the spirit of the CIPA requirements.

Recommendation
IAD recommends the Beneficiary revise its current ISP to ensure that the Beneficiary 
defines how all five required elements will be addressed and enforced, as required by the 
Rules. 

Beneficiary Response
At the time of the review, which occurred during the one year grace period 
provided by the rules and regulations, the library Biblioteca Abelardo Diaz 
Alfaro, was in the process of instituting an Internet Safety Protocol that 
included all aspects provided in rule 47 C.F.R § 54.520 (c) (1). The 
protocol and policies for internet security and safety pursuant to CIPA has 
been finalized and put in place accordingly. A copy of the Internet Safety 
Protocol and Policies is hereby attached [copy provided to USAC 
management].

USAC Management Response
Based on the auditors’ review of the Beneficiary’s Internet Safety Policy (ISP), they 
determined that the Beneficiary’s ISP did not adequately address element C, 
Unauthorized access, including so-called “hacking” and other unlawful activities by 
minors online, or how this element would be enforced, as required by the Rules. The 
Beneficiary provided the auditors with its Internet Security Policy for Libraries which 
addresses element C by stating that the Beneficiary prevents the misuse of the network, 
including “unauthorized access, including so-called ‘hacking” and other unlawful 
activities…”  However, the ISP did not explain how the Beneficiary would prevent 
unauthorized access and other unlawful activities by minors or how element C would be 
enforced. 

While the Beneficiary’s ISP did not discuss implementing an Internet filter, the
Beneficiary had a filter in place. Therefore, the Beneficiary was substantially compliant 
with the spirit of the CIPA requirements and recovery is not warranted. The Beneficiary 
provided a response to the finding stating that “the protocol and policies for internet 
security and safety pursuant to CIPA has been finalized and put in place accordingly.” 
USAC management concurs with theother matter , effect  and recommendation.
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This concludes the results of our audit. Certain information may have been omitted from 
this report concerning communications with USAC management or other officials and/or 
details about internal operating processes or investigations.  This report is intended solely 
for the use of USAC, the Beneficiary, and the FCC and should not be used by those who 
have not agreed to the procedures and taken responsibility for the sufficiency of those 
procedures for their purposes. This report is not confidential and may be released to a 
requesting third party without restriction.

cc: Mr. D. Scott Barash, USAC Acting Chief Executive Officer
Mr. David Capozzi, USAC Acting General Counsel
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Exhibit I:
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Exhibit II:
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Request for Review of Decisions of the Universal Service Administrator by Biblioteca Abelardo Díaz Alfaro 

Exhibit B 

Notification of Commitment Adjustment Letter from Schools and Libraries Division, Universal 
Services Administrative Company, to Jose M. Valentin, Biblioteca Abelardo Díaz Alfaro, 

Funding Year 2010, Form 471 Application Number  753259, dated Nov. 27, 2013 

  



























































Request for Review of Decisions of the Universal Service Administrator by Biblioteca Abelardo Díaz Alfaro 

Exhibit C 

Notification of Commitment Adjustment Letter from Schools and Libraries Division, Universal 
Services Administrative Company, to Jose M. Valentin, Biblioteca Abelardo Díaz Alfaro, 

Funding Year 2010, Form 471 Application Number 752817, dated Nov. 27, 2013 

  





























































Request for Review of Decisions of the Universal Service Administrator by Biblioteca Abelardo Díaz Alfaro 

Exhibit D 

Bid Evaluation Matrix 
Biblioteca Abelardo Díaz Alfaro 
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Exhibit E 

Guidelines of Bidding Process 2010-2011 
Biblioteca Abelardo Díaz Alfaro 
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Exhibit F 

Hispanic Information and Telecommunications Network’s (HitNet) Cost Proposal 






